34-              THE  GOLD   SUPPLY             en.
bear to each other in all countries having the same Standard of Value being fixed by economic forces, it necessarily follows that if prices arc anywhere regulated by Gold they must be regulated by Gold in every place where the Standard of Value is Gold.
India uses the rupee, which is a token coin of full legal tender, and also makes use of Credit in many transactions, and practically docs not use Gold. An increase in the production of Gold, and any consequent increase in the Quantity of Gold Money, cannot directly affect Indian Prices, but such increase can affect Prices in countries which use Gold, and Credit based on Gold, and under the operation of economic laws any consequent increase in Prices is automatically extended to India, so long as India continues to maintain the Gold Standard. The rise in Prices outside India, due to the increase in the Quantity of Money, destroys the equilibrium' in the exchange of commodities for commodities, and creates a balance of trade in India's favour which causes the exchange Value of the rupee to rise above the fixed rate of la. fal., and brings about, under the system now in force, an addition of rupees to the Indian Currency, which, in its turn, causes Indian Prices to rise.
1 Tliis eiiuilibrium may nlso bu duatroyod l)y oconoimo olmngca allccting tlio Intorimtioiml Trade botwoon tho two countries, hut fit prosont T am only dealing with Uio ollbcU of an morenHo in tlio Quantity of Monoy.